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EXPOSURE DRAFT
PROPOSED STATEMENT ON STANDARDS
FOR ACCOUNTING AND REVIEW SERVICES
OMNIBUS STATEMENT ON STANDARDS FOR
ACCOUNTING AND REVIEW SERVICES—1992

MARCH 18, 1992

Prepared by the AICPA Accounting and Review Services Committee for comment
from persons interested in accounting and review services
Comments should be received by June 30, 1992, and addressed to
Judith Sherinsky, Technical Manager, Auditing Standards Division, File 2000
AICPA, 1211 Avenue of the Americas, New York, N.Y. 10036-8775

800024

SUMMARY
The Accounting and Review Services Committee is issuing this proposed statement on standards
for accounting and review services (SSARS) to provide practitioners with improved guidance on
compiling or reviewing an entity's financial statements.
What It Does

This proposed Statement amends various sections of SSARSs. Among the more significant provisions of the proposed Statement are amendments that—
• Revise the wording of the SSARS review and compilation reports to clarify that the standards
referred to in these reports are Statements on Standards for Accounting and Review Services.
The revised wording will help readers differentiate the SSARS review report from the review
report presented in Statement on Auditing Standards (SAS) No. 36, Review of Interim Financial
Information (AICPA, Professional Standards, vol. 1, AU section 722).
• Make obtaining a client representation letter a required, rather than an optional, procedure
when performing a review engagement.
• Eliminate the prohibition against merely typing or reproducing financial statements as an
accommodation to a client. Guidance on this subject is now subsumed by Interpretation
No. 16 of SSARS No. 1, "Determining If the Accountant Has 'Submitted' Financial Statements Even When Not Engaged to Compile or Review Financial Statements."
• Delete SSARS No. 5, Reporting on Compiled Financial Statements, because the provisions of that
Statement have been incorporated into SSARS Nos. 1, 2, and 3.
How It Affects Existing Standards

This proposed Statement supersedes SSARS No. 1, paragraphs 1, 4, 7, 8, 14, 17, 21, 31, 32, 35, 36,
40, 44, 45, 46, 47, 48, 49, and Appendixes B, C, and D; SSARS No. 2, paragraphs 9, 10, and 30;
SSARS No. 3, paragraph 3; and SSARS No. 4, paragraphs 1 and 3. It deletes SSARS No. 5.

This exposure draft has been sent to —
• Practice offices of CPA firms.
• Members of AICPA Council and technical committees.
• State society and chapter presidents, directors, and
committee chairpersons.
• Persons who have requested copies.

AICPA

American Institute of Certified Public Accountants
1211 Avenue of the Americas
New York, NY 10036-8775
(212) 575-6200 Telex: 70-3396
Telecopier (212) 575-3846

March 18, 1992
Accompanying this letter is an exposure draft, approved by the Accounting and Review
Services Committee, of a proposed statement on standards for accounting and review services
(SSARS) titled Omnibus Statement on Standards for Accounting and Review Services—1992.
This proposed Statement amends various sections of SSARSs. A summary of the significant
provisions of the proposed Statement accompanies this letter.
Comments or suggestions on the proposed revisions will be appreciated. To facilitate the
Accounting and Review Services Committee's consideration of responses, comments should
refer to specific paragraphs and include supporting reasons for each suggestion or comment.
Written comments on the exposure draft will become part of the public record of the AICPA
Auditing Standards Division and will be available for public inspection at the offices of the
AICPA after July 31, 1992, for one year. Responses should be sent to the Auditing Standards
Division, File 2000, in time to be received by June 30, 1992.
Sincerely,

John C. Compton
Chairman
Accounting and Review Services Committee

Dan M. Guy
Vice President, Auditing

Proposed Statement on Standards for Accounting and Review Services

OMNIBUS STATEMENT ON STANDARDS FOR
ACCOUNTING AND REVIEW SERVICES-1992
SSARS No. 1, Compilation and Review of Financial

Statements

(Supersedes SSARS No. 1 , paragraphs 1 , 4 , 7 , 8 , 1 4 , 1 7 , 2 1 , 3 1 , 3 2 , 3 5 , 3 6 , 4 0 , 4 4 , 4 5 ,
4 6 , 4 7 , 4 8 , 4 9 and Appendixes B, C, and D)
1. This amendment clarifies the applicability of SSARS No. 1, Compilation and Review of
Financial Statements, by indicating that in certain circumstances, an accountant may perform a
review of a public company under the provisions of Statements on Standards for Accounting and
Review Services. It amends footnote 1 of paragraph 1. New language is shown in boldface italics.
1

Statements on Auditing Standards (SASs) provide guidance to the accountant who performs services
in connection with the unaudited financial statements of a public entity. However, a public entity that
does not have its annual financial statements audited may engage an accountant to review its annual
or interim financial statements in accordance with Statements on Standards for Accounting and
Review Services as permitted by footnote 4 of SAS No. 26, Association With Financial Statements
(AICPA, Professional Standards, vol. 1, AU sec. 504.05).

2. This amendment inserts a footnote in paragraph 4 to indicate that the definition of
generally accepted accounting principles and the hierarchy of established accounting principles
presented in AU section 411 of the AICPA's Professional Standards, volume 1, is also applicable
to compilations and reviews of financial statements performed under SSARSs. It also expands an
existing footnote to paragraph 4 to indicate the source of guidance for evaluating the adequacy
of disclosure in financial statements prepared in conformity with an other comprehensive
basis of accounting. The amendment also adds a footnote to paragraph 4 that informs the reader
of sources of guidance for preparing and reporting on financial forecasts, projections, and
similar presentations. New language is shown in boldface italics and deleted language is shown
by strike-through.
4.

Certain terms are defined for purposes of this statement as follows:

. . . Financial statement. A presentation of financial data, including accompanying notes,
derived from accounting records and intended to communicate an entity's economic
resources or obligations at a point in time, or the changes therein for a period of time, in
accordance with generally accepted accounting principles 3 or a comprehensive basis of
accounting other than generally accepted accounting principles.3 4 Financial forecasts,
projections and similar presentations, 5 and financial presentations included in tax returns
3

3

5

The definition of generally accepted accounting principles and the hierarchy of established accounting principles presented in AU section 411 of Statements on Auditing Standards is also applicable to
compilations and reviews of financial statements performed under SSARSs.
4
The term comprehensive basis of accounting other than generally accepted accounting principles is
defined in SAS No. 62, paragraph 4 [AU section 623.04]. Hereafter, reference to generally accepted
accounting principles in this statement includes, where applicable, an other comprehensive basis of
accounting. SAS No. 62, paragraphs 9 and 10 [AU sections 623.09-.10], provides guidance on
evaluating the adequacy of disclosure in financial statements prepared in conformity with an other
comprehensive basis of accounting.
Statement on Standards for Attestation Engagements, Financial Forecasts and Projections, as well as
the AICPA Guide for Prospective Financial Statements, provide guidance on preparing and reporting
on financial forecasts, projections, and similar presentations.

5

are not financial statements for purposes of this statement. The following financial presentations are examples of financial statements. 4 6...
4 6

SAS No. 62, paragraph 7[AUsection 623.07], provides guidance with respect to suitable titles for
financial statements that are prepared in conformity with a comprehensive basis of accounting other
than generally accepted accounting principles.

3. This amendment eliminates the prohibition against merely typing or reproducing financial statements as an accommodation to a client. Guidance about typing or reproducing financial
statements for a client is now subsumed by Interpretation No. 16 of SSARS No. 1, "Determining
If the Accountant Has 'Submitted' Financial Statements Even W h e n Not Engaged to Compile
or Review Financial Statements." New language is shown in boldface italics and deleted language
is shown by strike-through.
7. The accountant should not submit unaudited financial statements of a nonpublic entity
to his or her client or others unless, as a minimum, he or she complies with the provisions of
this statement applicable to a compilation engagement. This precludes the accountant from
merely typing or reproducing financial statements as an accommodation to his client.
4. This amendment makes explicit that the accountant is not required to communicate to a
client those errors, irregularities, or illegal acts that are clearly inconsequential. It amends paragraph 8 and the illustrative engagement letters presented in Appendixes B and C. New language
is shown in boldface italics.
8. The accountant should establish an understanding with the entity, preferably in writing, regarding the services to be performed. The understanding should include a description
of the nature and limitations of the services to be performed and a description of the report
the accountant expects to render. The understanding should also provide (a) that the engagement cannot be relied upon to disclose errors, irregularities, or illegal acts and (b) that the
accountant will inform the entity of any such matters that come to his or her attention, unless
they are clearly inconsequential. Examples of engagement letters are presented in Appendixes B and C.
APPENDIX B
Compilation of Financial Statements —Illustrative Engagement Letter

[subparagraph 2]
. . . Our engagement cannot be relied upon to disclose errors, irregularities, or illegal acts,
including fraud or defalcations, that may exist. However, we will inform you of any such matters that come to our attention, unless they are clearly inconsequential.. . .
APPENDIX C
Review of Financial Statements—Illustrative Engagement Letter

[subparagraph 1]
. . .Our engagement cannot be relied upon to disclose errors, irregularities, or illegal acts,
including fraud or defalcations, that may exist. However, we will inform you of any such
matters that come to our attention, unless they are clearly
inconsequential....
5. This amendment revises the SSARS review report to differentiate it from the review report
presented in SAS No. 36, Review of Interim Financial Information (AICPA, Professional Standards,
vol. 1, AU section 722). The requirements included in SAS No. 36 are more extensive than the
requirements included in SSARS No. 1. The similarity between the SAS and SSARS review
reports could cause financial statement users to assume that the requirements of a SAS No. 36
engagement have b e e n fulfilled when, in fact, they have not. Accordingly, the amendment revises
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the wording of the SSARS review report as well as that of the SSARS compilation report to clarify
that the standards referred to in these reports are Statements on Standards for Accounting and
Review Services. It amends the reporting standards in paragraphs 14(a) and 32(a), as well as the
illustrative reports presented in paragraphs 17, 21, 35, and 40 and the illustrative engagement
letters presented in Appendixes B and C. New language is shown in boldface italics and deleted
language is shown by strike-through.
14. Financial statements compiled without audit or review by an accountant should be
accompanied by a report stating that—
a. A compilation has been performed in accordance with standards Statements on
Standards for Accounting and Review Services established issued by the American
Institute of Certified Public Accountants.
17. The following form of standard report is appropriate for a compilation:
I (we) have compiled the accompanying balance sheet of XYZ Company as of December 31, 19XX, and the related statements of income, retained earnings, and cash flows for
the year then ended, in accordance with standards Statements on Standards for Accounting and Review Services established issued by the American Institute of Certified
Public Accountants.
A compilation is limited to presenting in the form of financial statements information
that is the representation of management (owners). I (we) have not audited or reviewed
the accompanying financial statements and, accordingly, do not express an opinion or
any other form of assurance on them.
32. Financial statements reviewed by an accountant should be accompanied by a report
stating that—
a. A review was performed in accordance with standards Statements on Standards for
Accounting and Review Services established issued by the American Institute of
Certified Public Accountants.
35.

The following form of standard report is appropriate for a review.

I (we) have reviewed the accompanying balance sheet of XYZ Company as of December 31, 19XX, and the related statements of income, retained earnings, and cash flows for
the year then ended, in accordance with standards Statements on Standards for
Accounting and Review Services established issued by the American Institute of
Certified Public Accountants. All information included in these financial statements is
the representation of the management (owners) of XYZ Company.
A review consists principally of inquiries of company personnel and analytical
procedures applied to financial data. It is substantially less in scope than an audit in
accordance with generally accepted auditing standards, the objective of which is the
expression of an opinion regarding the financial statements taken as a whole. Accordingly, I (we) do not express such an opinion.
Based on my (our) review, I am (we are) not aware of any material modifications that
should be made to the accompanying financial statements in order for them to be in conformity with generally accepted accounting principles.
The proposed changes to the wording of the SSARS compilation and review reports would also
require that the same changes be made to the report examples presented in paragraphs 9, 10, and
30 of SSARS No. 2, Reporting on Comparative Financial Statements, and in paragraph 3 of SSARS
No. 3, Compilation Reports on Financial Statements Included in Certain Prescribed Forms.
6. This amendment makes obtaining a client representation letter a required, rather than an
optional, procedure when performing a review engagement under SSARSs. It amends paragraph
31 and places it after paragraph 27. It also amends paragraph 36, the illustrative engagement
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letter presented in Appendix C, and the illustrative representation letter presented in Appendix
D. New language is shown in boldface italics and deleted language is shown by strike-through.
31. 28. The accountant may wish to should obtain a representation letter from the owner,
manager, or chief executive officer, and, if appropriate, the chief financial officer, members
of management who the accountant believes are responsible for and knowledgeable, directly
or through others in the organization, about the matters covered in the representation letter.
Normally, the chief executive officer and chief financial officer should sign the representation letter. An example of a representation letter is presented in Appendix D.
36. When an accountant is unable to perform the inquiry and analytical procedures he
or she considers necessary to achieve the limited assurance contemplated by a review, or the
client is unable to provide the accountant with a representation letter, his the review will be
incomplete. A review that is incomplete is not an adequate basis for issuing a review report.
In such a situation, the accountant should consider whether the circumstances resulting in
an incomplete review also preclude him or her from issuing a compilation report on the
entity's financial statements. In making that judgment, the accountant should consider
matters similar to those discussed in paragraphs 44-49.
APPENDIX C
Review of Financial Statements—Illustrative Engagement Letter

(Appropriate Salutation)
This letter is to confirm our understanding of the terms and objectives of our engagement and the nature of the limitations of the services we will provide.
We will perform the following services:
1. We will review the balance sheet of XYZ Company as of December 31, 19XX, and
the related statements of income, retained earnings, and cash flows for the year then
ended, in accordance w i t h standards Statements on Standards for Accounting and
Review Services established issued by the American Institute of Certified Public
Accountants. We will not perform an audit of such financial statements, the objective of
which is the expression of an opinion regarding the financial statements taken as a
whole, and accordingly, we will not express such an opinion on them. Our review will
consist primarily of inquiries of company personnel and analytical procedures and we
will require a client representation letter from you. A review does not contemplate
obtaining an understanding of the internal control structure or assessing control risk,
tests of accounting records and responses to inquiries by obtaining corroborating
evidential matter, and certain other procedures ordinarily performed during an audit.
Thus, a review does not provide assurance that we will become aware of all significant
matters that would be disclosed in an audit. Our engagement cannot be relied upon to
disclose errors, irregularities, or illegal acts, including fraud or defalcations, that may
exist. However, we will inform you of any such matters that come to our attention, unless
they are clearly inconsequential. We will not perform an audit of such financial
statements, the objective of which is the expression of an opinion regarding the financial
statements taken as a whole, and, accordingly, we will not express such an opinion
on them.
APPENDIX D
Review of Financial Statements—Illustrative Representation Letter

A review of financial statements consists principally of inquiries of company personnel and
analytical procedures applied to financial data. Because a review docs not contemplate tests
of accounting records and of responses to inquiries by obtaining corroborating evidential
matter, among other things, the accountant may consider it advisable to As part of a review
of financial statements, the accountant should obtain a written representation from his or her

8

client to confirm the oral representations made to him the accountant. The following
representation letter is included for illustrative purposes only. The accountant may decide,
based on the circumstances of his the review engagement, that other matters should be
specifically included in the letter and that some of the representations included in the illustrative letter are not necessary.
7. This amendment clarifies the accountant's reporting responsibilities in a compilation or
review engagement when he or she decides there is uncertainty about an entity's ability to
continue as a going concern. It amends footnote 14 of paragraph 40. New language is shown in
boldface italics.
40. If the accountant concludes that modification of his the standard report is appropriate,14 16 the departure should be disclosed in a separate paragraph of his the report, including
disclosure of the effects of the departure on the financial statements if such effects have been
determined by management or are known as the result of the accountant's procedures. The
accountant is not required to determine the effects of a departure if management has not
done so, provided the accountant states in his the report that such determination has not
been made. Examples of compilation and review reports that disclose departures from generally accepted accounting principles follow.
14 16

Normally, neither an uncertainty, including an uncertainty about an entity's ability to continue as
a going concern, nor an inconsistency in the application of accounting principles would cause the
accountant to modify the standard report provided the financial statements appropriately disclose
such matters. Nothing in this statement, however, is intended to preclude an accountant from
emphasizing in a separate paragraph of his or her report a matter regarding the financial statements.
In evaluating the adequacy of the disclosure of going-concern uncertainties, the accountant should
look to the guidance provided in paragraphs 10 and 11 of SAS No. 59, The Auditor's Consideration of
an Entity's Ability to Continue as a Going Concern [AU sections 341.10-.11].

8. This amendment clarifies the guidance in paragraphs 44 through 49 concerning a change
in engagement from audit to review or compilation to indicate that the guidance in these paragraphs is also applicable to a change in engagement from review to compilation. New language
is shown in boldface italics and deleted language is shown by strike-through.
Change in Engagement From Audit to Review or Compilation
(or From Review to Compilation)

44. An accountant who has been engaged to audit the financial statements of a
nonpublic entity in accordance with generally accepted auditing standards (or an accountant
who has been engaged to review the financial statements of a nonpublic entity in accordance
with SSARSs) may, before the completion of his the audit (review), be requested to change the
engagement to a review or compilation (compilation) of financial statements. A request to
change the engagement may result from a change in circumstances affecting the entity's
requirement for an audit (review), a misunderstanding as to the nature of an audit, or the
alternative review, or compilation services originally available, or a restriction on the scope
of the audit (review), whether imposed by the client or caused by circumstances.
45. Before an accountant who was engaged to perform an audit in accordance with
generally accepted auditing standards (or a review in accordance with SSARSs), agrees to
change the engagement to a review or compilation (compilation), at least the following
should be considered:
a. The reason given for the client's request, particularly the implications of a
restriction on the scope of the audit (review), whether imposed by the client or by
circumstances.
b. The additional audit (review) effort required to complete the audit (review).
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c. The estimated additional cost to complete the audit (review).
46. A change in circumstances that affects the entity's requirement for an audit (review),
or a misunderstanding concerning the nature of an audit, or the alternative review, or compilation services originally available would ordinarily be considered a reasonable basis for
requesting a change in the engagement.
47. In considering the implications of a restriction on the scope of the audit (review), the
accountant should evaluate the possibility that information affected by the scope restriction
may be incorrect, incomplete, or otherwise unsatisfactory. Nevertheless, when the accountant has been prohibited by the client from corresponding with the entity's legal counsel,
or when management (owners) has refused to sign a client representation letter, the
accountant ordinarily would be precluded from issuing a review or compilation report on the
financial statements. If in an audit or a review engagement a client has refused to sign a client
representation letter, the accountant would be precluded from issuing a review or compilation report on the financial statements.
48. In all circumstances, if the auditing (review) procedures are substantially complete
or the cost to complete such procedures is relatively insignificant, the accountant should
consider the propriety of accepting a change in the engagement.
49. If the accountant concludes, based upon his or her professional judgment, that there
is reasonable justification to change the engagement and if he or she complies with the
standards applicable to the changed engagement, he the accountant should issue an
appropriate review or compilation report. The report should not include reference to (a) the
original engagement, (b) any auditing or review procedures that may have been performed,
or (c) scope limitations that resulted in the changed engagement.

SSARS No. 4 , Communications Between Predecessor
and Successor Accountants
(Supersedes SSARS No. 4 , paragraphs 1 and 3)
1. This amendment modifies the introductory paragraph of SSARS No. 4, Communications
Between Predecessor and Successor Accountants, to inform the reader that the Statement provides
guidance on required as well as on optional communications between a successor and a
predecessor accountant. New language is shown in boldface italics.
1. This statement provides guidance to a successor accountant who decides to communicate with a predecessor accountant regarding acceptance of an engagement to compile or
review the financial statements of a nonpublic entity.1 It requires the predecessor
accountant to respond promptly and fully in the event of such communications (paragraphs
3 through 6) in ordinary circumstances. This statement also provides guidance on additional
inquiries a successor accountant may wish to make of a predecessor, and the predecessor's
responses (paragraphs 7 through 8), to facilitate the conduct of the successor's compilation
or review engagement. It also requires a successor accountant who becomes aware of
information that leads him or her to believe the financial statements reported on by the
predecessor accountant may require revision to request that the client communicate this
information to the predecessor accountant (paragraph 10).
2. This amendment deletes footnote 2 of paragraph 3 because that footnote is inconsistent
with SAS No. 7, Communications Between Predecessor and Successor Auditors (AICPA, Professional Standards, vol. 1, AU section 315). SAS No. 7 provides guidance on communications
between predecessor and successor auditors when a change of auditors has taken place or is in
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process. Footnote 2 conflicts with SAS No. 7 because it incorrectly implies that SAS No. 7 is
applicable when a change of service from compilation or review to audit, or from audit to compilation or review, has taken place or is in process. Deleted language is shown by strike-through.
2

Accountants should be aware that SAS 7 [AU section 315], Communications Between Predecessor and
Successor Auditors, applies whenever an accountant has been retained, or is to be retained, to make
an examination of financial statements in accordance with generally accepted auditing standards.

SSARS No. 5, Reporting on Compiled Financial Statements
1. This amendment deletes SSARS No. 5, Reporting on Compiled Financial Statements,
because the provisions of that Statement have been incorporated into SSARS Nos. 1, 2, and 3.
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